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RECOMMENDATION FOR DISPOSITION

Synopsi s:

The hearing in this matter was held on Septenber 25, 1997, at the
Wllard 1Ilce Building, 101 West Jefferson Street, Springfield,
Illinois, to determ ne whether or not Peoria County Leasehold Parcel
Index No. 17-15-376-006 qualified for exenption from real estate
taxation for the 1996 assessnent year

Ms. Jean MlLaughlin, vice president of Entoo, Inc. (hereinafter
referred to as "Entoo") was present and testified on behalf of Entoo.

The issues in this matter include, first, whether G eater Peoria
Regi onal Airport Authority (hereinafter referred to as the "A rport
Authority") is an airport authority; secondly, whether the Airport
Authority owned the land on which this |easehold parcel is I|ocated

thirdly, whether the | easehold parcel in issue was used by the Airport



Authority for airport authority purposes; and finally, whether this
| easehol d parcel was |eased by an exenpt organization which thereby
qualified said |easehold parcel for exenption from real estate
taxation for the 1996 assessnent year. Fol |l owi ng the subm ssion of
all of the evidence and a review of the record, it is determ ned that
the Airport Authority is an airport authority and that it owned the
| and on which this | easehold parcel is located. It is also determned
that the Airport Authority used this |easehold parcel by leasing it
for airport authority purposes. Finally, it is determned that Entoo
was not an exenpt organization and therefore this | easehold parcel did

not qualify for exenption for the 1996 assessnent year.

Fi ndi ngs of Fact:

1. The position of the 1llinois Departnment of Revenue
(hereinafter referred to as the "Departnent”) in this matter, nanely
that the |easehold parcel here in issue did not qualify for exenption
for the 1996 assessnent year, was established by the adm ssion in
evi dence of Departnent's Ex. Nos. 1 through 5.

2. Ms. MlLaughlin stated that she recalled that at the pre-
hearing conference held on August 25, 1997, the Admnistrative Law
Judge had advised her that it would be appropriate for her to be
represented by |egal counsel at the hearing. She further stated that
she wi shed to proceed w thout counsel. (Tr. p. 7)

3. Documents subnmitted by the Peoria County Board of Review
establish that the Airport Authority owned the fee on which this

| easehol d parcel is located. (Dept. Ex. Nos. 2C & 2E)



4. | take Admnistrative Notice of the fact that the Director of
the Illinois Departnment of Revenue has determ ned in Docket Nos. 86-
72-1217 et al., in a decision dated January 10, 1991, and Docket Nos.
86-72-1162 et al., in a decision dated July 23, 1991, that the Airport
Authority is an airport authority.

5. The | easehold parcel here in issue neasures 15 feet by 14
feet and during 1996 was used by Emoo as its business office. (Tr.
pp. 9 & 13)

6. Enmtoo is a for-profit corporation incorporated under the
"Busi ness Corporation Act" of Illinois, on February 7, 1978. (Appl .
Ex. No. 3)

7. Ms. MlLaughlin and her husband are the owners of Entoo, and
they are both flight instructors. M. MlLaughlin is also an FAA
exam ner who is authorized to issue flight certificates or licenses to
pilots to fly private, commercial, and nulti-engine aircraft. (Tr. p.
9)

8. Both in M. and Ms. MlLaughlins' activities as flight
instructors and in M. MlLaughlin's activities as an examner, the
training and exam nations require oral exam nations and witten work
which is perforned in the office on the |easehold parcel here in
issue. (Tr. p. 11)

9. During 1996, with the exception of a local flying club, which
provides flight instruction to its nenbers, Entoo is the only
organi zation offering flight instruction at either of the two airports
operated by the Airport Authority, nanmely the M. Hawley Airport and

the Greater Peoria Regional Airport. (Tr. p. 14)



10. During 1996, M. MlLaughlin was the only FAA authorized
exam ner offering flight certifications at the airports operated by
the Airport Authority. (Tr. p. 15)

11. During 1996, Entoo occupied the |easehold parcel here in
issue located in the Executive Hangar at the G eater Peoria Regional
Airport and paid rent to the Airport Authority on a nonth to nonth
basis pursuant to the Rates and Fees Odinance of the Airport

Authority. (Dept. Ex. 2F)

Concl usi ons of Law

Article I X, Section 6, of the Illinois Constitution of 1970,

provides in part as follows:

The Ceneral Assenbly by law may exenpt from taxation

only the property of the State, wunits of |ocal
government and school districts and property used
excl usi vel y for agricul tural and horti cul tural
societies, and for school, religious, cenetery and

charitabl e purposes.
35 ILCS 200/ 15-160 exenpts certain property fromtaxation in part

as foll ows:

Al property belonging to any Airport Authority and
used for Airport Authority purposes or leased to
another entity, which property use would be exenpt from
taxation under this Code if it were owned by the | essee
entity, is exenpt.

35 ILCS 200/9-195 provides in part as follows:

Except as provided in Section 15-55, when property
which is exenpt from taxation is |leased to another
whose property is not exenpt, and the |easing of which
does not nake the property taxable, the |I|easehold
estate and the appurtenances shall be listed as the
property of the |essee thereof, or his or her assignee.
Taxes on that property shall be collected in the sane
manner as on property that is not exenpt, and the
| essee shall be liable for those taxes.



It is well settled in Illinois that when a statute purports to
grant an exenption fromtaxation, the fundanental rule of construction
is that a tax exenption provision is to be construed strictly against

the one who asserts the claim of exenption. International Coll ege of

Surgeons v. Brenza, 8 Ill.2d 141 (1956); MIward v. Paschen, 16 I1l1.2d

302 (1959); and Cook County Collector v. National College of

Education, 41 IIl.App.3d 633 (1st Dist. 1976). \Wenever doubt ari ses,
it is to be resolved against exenption, and in favor of taxation.

People ex rel. Goodman v. University of Illinois Foundation, 388 II1.

363 (1944) and People ex rel. Lloyd v. University of Illinois, 357

1. 369 (1934). Finally, in ascertaining whether or not a property
is statutorily tax exenpt, the burden of establishing the right to the

exenption is on the one who clains the exenption. MacMurray Col |l ege

v. Wight, 38 Ill.2d 272 (1967); Grl Scouts of DuPage County Council,

Inc. v. Departnent of Revenue, 189 IIl.App.3d 858 (2nd Dist. 1989) and

Board of Certified Safety Professionals v. Johnson, 112 111.2d 542

(1986) .

Based on the findings of fact, | conclude that the Airport
Authority is an airport authority and that it owned the fee interest
underlying the |easehold parcel here in issue. I also conclude that
since the Airport Authority |leased this parcel to Entoo, which was the
only organization offering flight training or pilot certification on
the airports operated by the Airport Authority, said area was |eased
to Entoo for airport authority purposes. Consequently, | conclude
that the fee underlying the Emoo |easehold was owned by an airport
authority and used for airport authority purposes during the 1996

assessnent year.



In the case of Harrisburg-Raleigh Airport Authority and Fox

Valley Airport Authority v. The Departnent of Revenue, 126 IIl.2d 326

(1989), the Illinois Suprene Court exenpted certain property from
taxation which was owned by the Harrisburg-Raleigh Airport Authority
and also certain property owned by the Fox Valley Airport Authority.
One of the parcels involved in the Fox Valley portion of that case
concerned an exenption for the land only of a parcel on which there
was a | easehold parcel concerning a privately owned inprovenent, which
was taxed to the | essee. VWhile the Suprene Court exenpted the |and,
it did not have the issue of |easehold before it. Therefore, the
Court did not disturb the |easehold assessment on the inprovenent, a
hangar, used for the storage of aircraft. A close reading of the

Harri sburg- Ral ei gh case makes it clear that all that was considered in

that case was the fee interest of the respective airport authority in
various tie downs and hangars |leased by the airport authority to
private nmenbers of the flying public. The Court in that case held
that the various fee interests of the respective airport authorities
wer e exenpt.

In this case, the fee interest of the Airport Authority, pursuant

to the Harrisburg-Ral eigh case, was exenpt from taxation since it was

owned by an airport authority and used for airport authority purposes
during the 1996 assessnent vyear. The assessor then assigned a
| easehol d parcel index nunber to the area rented to Entoo and used by

it as its office. In view of the holding in the Harrisburg-Ral ei gh

case, the fact that the Airport Authority |eased the Entoo office area
to Enmtoo would not make the fee taxable, since it was |eased for

airport authority purposes. Consequently, pursuant to 35 ILCS 200/ 9-



195, | conclude that the assessor properly assigned a |easehold
property index nunber to the Emoo rental parcel. It has been
established that Entoo is a for-profit business corporation which
woul d not qualify for exenption fromreal estate taxation.

In the case of People ex rel. Korzen v. American Airlines, Inc,

39 Ill.2d 11 (1968), the Illinois Supreme Court held that pursuant to
the provision which is now found at 35 ILCS 200/9-195, a parcel owned
by the Cty of Chicago, |ocated at Chicago-O Hare Airport and | eased
to Arerican Airlines was properly assigned a |easehold parcel index
nunber, and a |easehold assessment was properly issued thereon. In
view of the Courts decision in Harrisburg-Raleigh, |I conclude that the

Court's decision in the Anerican Airlines case applies here, and the

| easehol d assessnment against Entoo was correct and proper, and the
Departnent's denial of the exenption in this matter should stand as
originally issued.

Applicant's (Enmtoo's) Exhibit 5 includes the last two pages of a
Peoria County Circuit Court opinion entered by Judge Barra on Decenber
21, 1995. | take Administrative Notice that those two pages are part
of the Peoria County Circuit Court decision in Docket No. 94-MR-289
whi ch concerned an admnistrative review of the Departnment's decision
in Docket No. 92-72-73. That case concerned the Geater Peoria
Airport Authority, owner, and Byerly Aviation, Inc., |essee. Sai d
case involved only one issue, which was whether the fee parcel nunber
which was assigned to a parcel of land inproved wth a hangar which
was owned by the Airport Authority and | eased to Byerly Aviation, Inc.
pursuant to a fixed base operator agreement qualified for exenption.

The Departnent determned that said fee parcel did qualify for



exenpti on. On administrative review, the circuit court appeared to
make statenments concerning the |easehold assessnent provi si on
presently found in 35 ILCS 200/9-195, however, those statenents were
dicta, <concerning an issue which was beyond the scope of the
jurisdiction of the court in that case.

35 ILCS 200/15-160 requires two prerequisites for a parcel of
property to qualify for exenption: It nust be owned by an airport

authority and used for airport authority purposes. Harrisburg-Ral eigh

Airport Authority and Fox Valley Airport Authority v. The Departnent

of Revenue, 126 I1l1l.2d 326 (1989). The Court in that case held that
this provision was broader than the provisions for nunicipal airports
which required ownership by a nunicipality and use for public
pur poses. However, the Court held that this exenption is limted to
property owned by an airport authority. To hold that this provision
exenpts Entoo, a for-profit business corporation, would require going
beyond the scope of the Constitutional enabling provision found in

Article I X, Section 6, of the Illinois Constitution of 1970.

Based on the foregoing, | recommend that Peoria County Leasehold
Parcel No. 17-15-376-006 remain on the tax rolls for the 1996
assessment year, and that the taxes thereon be assessed to Entoo, Inc.

Respectfully Submtted,

George H. Naf zi ger
Adm ni strative Law Judge
Cct ober 24, 1997



